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JUN - 4  2009 PAUL NEWMAN 
SANDRA D. KENNEDY 
BOB STUMP 

W-20435A-09-0298 

[N THE MATTER OF THE 
4PPLICATION OF SONOITA VALLEJ 
WATER COMPANY, FOR 
4UTHORITY TO INCUR DEBT TO 
FINANCE WATER SYSTEM 
LMPROVEMENTS 

Docket No. W-20435A-09-- 

FINANCE APPLICATION 

Pursuant to A.R.S. $40-301 etseq. and A.A.C. R14-3-106(F) Sonoita Valley 

Water Company (“Company” or “Applicant”), hereby applies for authority to incur debt 

to finance water system improvements. 

PRELIMINARY STATEMENT 

The Company is a public service corporation subject to regulation by the Arizona 

Corporation Commission (“Commission”) as a water utility. The Company holds a 

Certificate of Convenience and Necessity (“CC&N’) in the area of Sonoita, Arizona. 

The Company is seeking to finance necessary improvements to water production 

and distribution systems, which will cost an estimated $656,271 as determined by 
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:ngineers who evaluated the systems. See Exhibit 1. 

ilready applied to the Water Infrastructure Finance Authority ("WIFA") for a loan of up 

o $828,000 to finance the requisite equipment improvements and WIFA placed the 

:ompany on its 2009 Drinking Water Revolving Fund Priority List. See Exhibit 2. 

qevertheless, due to the Company's desire to limit its debt, it is submitting this 

ipplication to receive authority to borrow no more than $656,271 from WIFA to make 

Previously, the Company has 

,ystem improvements. 

NFORMATION REQUESTED ON APPLICATION FORM 

I. Applicant's Name and Address. 

Sonoita Valley Water Company 
Bonnie O'Connor 
P.O. Box 85160 
Tucson, Arizona 85754 
Telephone: (520) 623-5172 
Facsimile: (520) 792-0377 

Person Authorized to Receive Communications. 

Steve Wene, Esq. 
Moyes Sellers & Sims Ltd. 
1850 North Central Ave., Suite 1100 
Phoenix, Arizona 85004 
Telephone: (602) 604-2189 
Facsimile: (602) 274-9135 

1. 

3. Financing Description. 

Ifthe Commission authorizes the proposed debt, then WIFA will lend the 

Zompany $656,271 for approximately 30 years through the Drinking Water Revolving 

Fund. Although the Company is on the loan priority list, WIFA does not offer finance 

terms until the Commission authorizes water providers like the Company to incur debt. 

The Company understands that the Commission and WIFA have a standard working 
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irrangement to accommodate WIFA's loan practices. Accordingly, Commission staff 

nay want to contact the following WIFA staff person: 

Angie Valenzuela 
Senior Loan OMicer 
Water Infkastructure Finance Authority 
11 10 W. Washington Street, Suite 290 
Phoenix, Arizona 85007 

1. Proceeds Statement. 

Gross proceeds will be $656,271. WIFA has a combined interest and fee rate 

itructure, so there are no issuance expenses. This means that the Company will net 

;656,271 from the proposed loan. 

;. Plant to be Acquired Using Net Proceeds. 

The proceeds will be used to repair and replace a central meter, locate the water 

Iistribution system, replace approximately 4,000 linear feet of substandard distribution 

ipe, drill a well to 1,000 feet below land surface with 8-inch casing, install a 25 

iorsepower booster station, construct a 40,000 gallon steel reservoir, replace a 

iydropneumatic tank, and fix site electrical works. See also Exhibit 1. 

5. Consistency with A.R.S. 3 40-301 et seq. 

The proposed financing is: (a) within the Company's corporate powers, (b) 

:ompatible with the public interest; (c) compatible with sound financial practices; (d) 

:ompatible with the proper performance by the applicant of service as a public service 

:orporation; and (e) will not impair the Company's ability to perform that service. 

7. Service Fees. 

WIFA does not charge service fees. Under WIFA's combined interest and fee ratr 

structure, the Company anticipates paying a fixed interest rate of prime plus 2% 

multiplied by a subsidy rate index set by WIFA. WIFA may offer the Company a 85% 

subsidy rate, so the effective interest rate could be Prime + 2% x 85%. This below- 

market rate loan is reasonable for the Commission to approve. 
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EXHIBIT 1 



OPINION OF PROBABLE COSTS 
28-Apr-09 

SONOITA VALLEY WATER 

8 ISite electricai 1 I 5  10,000.00 I $ 10,000.00 I 
Subtotall $ 473,500.00 

Administration and Legal Expenses 
Land, Structures, and Right-of-way NA 
Relocations NA 
Arch and Engineering Fees 
Mher Aand E Fees (Survey, Geotech, etc) 
Pmject Inspection Fees 
Subtotal 
Contingencies. 20% 

2% of Construction Cost 

8% of Construction Cost 
2% of Construction Cost 
3.5% of Construction Cost 

Total Project Costs 
Construction Costs per Benefitting Connection 

$ 9.470.00 
$ 
$ 
$ 37,880.00 
$ 9,470.00 
$ 16,572.50 
$ 546,892.50 
$ 109,378.50 
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EXHIBIT 3 



Sonoita Valley Water Company 
Balance Sheet as of 12/31/08 

Includes Proforma Adjustments for WlFA Financing 

146 

I51 

162 

174 

101 

103 
105 

108 
121 

122 

k c t .  
No. 

NotesIReceivables from Associated Companies 

Plant Material and Supplies 

Prepayments 

Miscellaneous Current and Accrued Assets 

TOTAL CURRENT AND ACCRUED ASSETS 

FIXED ASSETS 

Utility Plant in Service 

Property Held for Future Use 

Construction Work In Progress 

Accumulated Depreciation ~ Utility Plant (“AD-UP) 

Non-Utility Property 

Accumulated Depreciation - Non Utility (“AD-NU’) 

TOTAL FIXED ASSETS 

ASSETS 

ITOTAL ASSETS 

TEST YEAR END WlFA LOAN 
BALANCE @ PROFORMA 

12/31/2008 ADJUSTMENTS 

I 
$ 5,242 I 

I 

I 

12,288 $ 

$ 260,000 I $ 656,271 
I * 135,082 

$ 137,206 $ 656,271 

12/31/2008 
ADJUSTED FOR 

WlFA LOAN 

4 12,288 

916,271 - 
I Item 9 Page 1 of 4 



Sonoita Valley Water Company 
Balance Sheet as of 12/31/08 (continued) 

Includes Proforma Adjustments for WlFA Financing 

231 
232 
234 
235 
233 
237 
241 

Acct 
No. 

CURRENT LIABILITIES 
Accounts Payable 
Notes Payable (Current Poltion) 
NoteslAccounts Payable to Associated Companies 
Customer Deposits 
Accrued Taxes 
Accrued Interest 
Miscellaneous Current and Accrued Liabilities 

TOTAL CURRENT LIABILITIES 

LIABILITIES 
TEST YEAR END 

BALANCE @ 
12/31/2008 

$ 6,061 

226,300 
835 
498 

$ 233,694 

]LONG-TERM DEBT (Over 12 Months) I 
224 ILongTerm Notes and Bonds I $  

I 

I TOTAL LIABILITIES AND CAPITAL I f  137,206 

ADJUSTED FOR 

I $  6,061 
I 

226,300 -1 
$ - I $  233,694 

I 

=la 1,836 

5,200 
5,200 

1,836 

891,801 

f - I $  (98,324 
I 

1s 656,271 I f  793,477 

Item 9 Page 2 of 4 



EXHIBIT 4 



Item 9 

Sonoita Valley Water Company 
Income Statement from January through December of 2008 

Includes Proforma Adjustments for WlFA Financing 

PROFORMA OPERATING REVENUES 
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